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Introduction 


Starting in December 1998 I served as a volunteer economic development consultant 
to Sibiu County Romania in cooperation with the United States Agency for 
International Development and the International City/County Management 
Association. 

I worked as part of a team from Grand Traverse County, Michigan. Other team 
members advised on public participation, county budgeting and tourist information 
center development. 

Consulting on the organization of a county development agency and economic 
development strategy occurred during my visits to Romania in December 1998, May 
1999 and October 1999 and visits from a Romanian delegation to the U.S. in April and 
August 1999. 



The Economy of the County 


Sibiu County (Judetul Sibiu) Romania is situated in the center of the country in the 
southern part of Transylvania. The county occupies a part of the Transylvania 
Highland at a historically strategic pass of the Carpathian Mountains. 

The population of Sibiu County is 445,000 persons representing 2% of Romania's 
population. Inhabitants reside in two cities, seven towns and 53 communes 
(townships) with 171 villages. 

The city of Sibiu is the largest city and county seat with a population of 170,000. 

The economy of the county is proportionately more industrialized than Romania as 
a whole. Thirty seven percent of the work force is employed in processing industry 
compared to 24% for Romania. Hotel and restaurant employment with a 3% percent 
share also exceeds the national average of 1%. Trade and services employment are 
similar at about 9%. 

Agriculture employment is only 21% of the workforce compared to 34% nation-wide. 
National and county unemployment rates track in unison. 

Sibiu county like the rest of Romania since the 1989 revolution is in transition from 
a communist centrally controlled economy to a democratic free enterprise economy 
with more local responsibility and public participation. 

My initial impression of Sibiu County was that although it was experiencing economic 
distress there was an abundance of opportunity for business growth and a great 
potential for achieving their goals for economic prosperity. 

However, the citizens of Sibiu County like all Romanians had never experienced free 
enterprise economic development with local initiative and responsibility. 



To achieve the goals of economic prosperity two broad steps needed to be taken: (1) 
creation of an economic development organizational structure and (2) adoption and 
implementation of an economic development strategy. 

Any new county organization needed to be compatible with the national and regional 
development framework recently established by the Romanian Parliament. 

Romanian Regional Development 

A major transfer of responsibility for regional and local economic development was 
enacted by Parliament with the passage of Law No. 151 of July 15, 1998 on Regional 
Development in Romania. 

The main objectives of Romanian regional development policy as stated in the 
law are: 

1. to reduce existent regional disparities by providing incentives for a 
balanced development, by a faster recovery of delays in the development 
of areas that have been disadvantaged by certain historic, geographic, 
economic, social, political conditions, and by preventing the appearance of 
new disparities; 

2. to prepare the institutional framework in order to comply with criteria of 
integration in the European Union structures and to have access to the 
Structural Funds and the Cohesion Fund of the European Union; 

3. to correlate governmental sectorial policies and activities at region level by 
providing incentives for initiatives and capitalization of local and regional 
resources for the purpose of sustainable economic and social development 
as well as cultural development of such areas; 



4. to provide incentives for local and international inter-regional cooperation, 
cross-border region cooperation, including cooperation within Euro¬ 
regions as well as participation of development regions in European 
structures and organizations that promote their economic and institutional 
development in order to achieve mutually beneficial projects in conformity 
with international agreements to which Romania is a party. 

Law No. 151 provides for the establishment of multi-county development regions in 
Romania. 

The conventions for the development region must be signed by representatives of the 
county councils. 

Sibiu County has organized with the counties of Alba, Mures, Harghita, Covasna, and 
Brasov to form a six county development region. 

Councils for Regional Development have been established comprised of county 
presidents and representatives of local government units to coordinate 
regional development activities and policy. 

Each Council for Regional Development elects a chairman and a vice- chairmen and 
adopts its own regulation in accordance with the frame regulation prepared by the 
national government. 

A Council for Regional Development has the following responsibilities: 

1. to analyze and decide on the strategy and regional development programs; 

2. to approve regional development projects; 

3. to submit proposals to the Council for Regional Development on setting up 
the Fund for Regional Development; 


4. to approve criteria, priorities, allocation and destination of resources of the 
Fund for Regional Development; 

5. to monitor the use of funds from the National Fund for Regional 
Development allocated to regional development agencies; 

6. to monitor the observance of regional objectives. 

Law No. 151 also required the creation of an Agency for Regional Development in 
each development region. 

Regional development agencies are non-governmental, not-for-profit, public 
utility legal entities that act in the specific field of regional development. They 
are organized and operate under the terms and conditions of the national law 
and of the organization and operation statute approved by the Council for 
Regional Development. 

The director of the regional agency is appointed by and reports to the Council 
for Regional Development. 

The Council for Regional Development approves the organization chart so that 
each county is equally represented. 

The funding for the organization and operating expenditures of the Agency for 
Regional Development is provided from the Regional Development Fund, the 
amount of which is approved by the Council for Regional Development 

The Regional Development Fund is set up annually and includes: 


1. allocations from the National Fund for Regional Development; 


2. contributions from local and county budgets, within the limits approved 
by local or county councils; 

3. financial resources attracted from the private sector, banks, foreign 
investors, the European Union and other international organizations. 

The Agency for Regional Development performs the following main activities: 

1. prepares and submits for approval to the Council for Regional 
Development the regional development strategy, regional development 
programs and fund management plans 

2. implements the regional development programs and the fund management 
plans according to the decisions adopted by the Council for Regional 
Development, observing the legal provisions in force, and accounts for 
their achievement; 

3. identifies disadvantaged areas within the development region together with 
local or county councils, and submits the necessary documentation, after 
having obtained the required approvals, to the Council for Regional 
Development, the National Agency for Regional Development and the 
National Council for Regional Development; 

4. ensures the specialized technical assistance together with local or county 
councils, as the case may be, to individuals or state or private companies 
that invest in disadvantaged areas; 

5. submits to the National Agency for Regional Development proposals for 
funding from the National Development Fund for the development 
programs approved; 

6. works to attract financial resources to the Regional Development Fund; 


7. manages the regional Development Fund in order to achieve the objectives 
provided in the regional development programs; 

8. is accountable to the Council for Regional Development and the relevant 
bodies with jurisdiction for the appropriate management of allocated 
funds. 

National Council for Regional Development 

As part of the organizational structure for regional development in Romania 
Law No. 151 also creates the National Council for Regional Development. 

The national council consists of the chairs and vice chairs by the regional 
development councils plus an equal number of representatives from the 
national government. 

The Prime Minister serves as chairmen of the National Council for Regional 
Development. 

The National Council for Regional Development performs the following 
functions: 

1. approves the national strategy on regional development and the National 
Program for Regional Development; 

2. submits proposals to the Government on the setting up of the National 
Fund for Regional Development; 

3. approves the criteria, priorities and modality of allocation of the resources 
of the National Fund for Regional Development; 

4. monitors the use of funds allocated to agencies for regional development 
from the National Fund for Regional Development; 



5. approves the use of structural type funds allocated to Romania by the 
European Commission during the pre-accession period as well as the 
structural funds allocated after the accession to the European Union; 

6. monitors that regional development objectives are met including within 
development region foreign cooperation activities such as cross-border 
cooperation, inter-regional cooperation and cooperation at Euro-region 
level. 

A National Agency for Regional Development has been established as the 
executive agency of the national Council for Regional Development. The 
Secretary of State is the chairmen of the National Agency. 

Funding for the National Agency is provided from the National Fund for 
Regional Development based on proposals from the National Council. 

The National Agency for Regional Development performs the following: 

1. prepares the national strategy for regional development and the National 
Program for Regional Development; 

2. elaborates the principles, criteria, priorities and manner of allocation of the 
resources of the National Fund for Regional Development 

3. proposes to the National Council for Regional Development the uses of the 
National Fund for Regional Development; 

4. provides financial and technical management of the National Fund for 
Regional Development; 

5. promotes various ways of cooperation among counties, municipalities, 
towns and communes; 


6. provides specialized assistance to councils for regional development in the 
institutional building process; 

7. proposes to the National Council for Regional Development the nomination 
of certain areas as disadvantaged areas to be economically and financially 
supported through specific instruments of the regional development policy; 

8. acts as national negotiator in relations with the Department for Regional 
Policy and Cohesion within the European Commission on the European 
Fund for Regional Development and the Cohesion Fund. 

9. manages the funds allocated to Romania from the European Fund for 
Regional Development; 

10. manages the funds allocated to Romania from the Cohesion Fund; 

11. coordinates the implementation of the National Plan for Regional 
Development that underlies the negotiations with the European 
Commission and the financing for various programs of the European 
Community. 

In order to finance regional development programs in Romania the National 
Fund for Regional Development was set up out of the amount annually 
allocated through the state budget as a separate line item for regional 
development policy. 

Other domestic and foreign financial sources may be attracted to the 
National Fund for Regional Development including: 

1. permanent financial assistance from the European Union within the 
PHARE Program; 


2. amounts received from the structural type funds to be provided for 
Romania by the European Union during the period Romania is an 
associated state; 

3. amounts received from the structural funds to be provided for Romania 
upon accession to the European Union; 

4. non-reimbursable financial assistance from various governments, 
international organizations, banks; 

5. other financial resources from the funds available to the National 
Government; 

County Economic Development Organization 

In December 1998 I met with county officials in Sibiu to advise on the 
organization and planning of a proposed economic development agency. 

It was clear during those discussions that an organization was needed that 
could design and implement strategy, be able to work within the framework 
of the new national policy on regional development and coordinate the 
activities of various other organizations within the county. 

To facilitate the cooperation of the other organizations the creation of a council 
comprised of representatives of existing entities was recommended to be 
created as an integral component of the county agency. 

On March 30, 1998 the Sibiu County Council created the Sibiu Development Agency 
the first county economic development agency in Romania. 

The county agency is a legal entity operating under the authority of the County 
Council as a financially autonomous organization funded exclusively from off-budget 


revenues. 



The principal goals of the Sibiu Development Agency are as follows: 

1. preparation and implementation of strategies in the field of economic and 
social development; 

2. institutionalization of a coherent working system in view of preparation, 
promotion and administration of social and economic development 
programs within the agreed development strategies; 

3. establishment and implementation of measures needed to expedite 
economic and social development and to create an enabling environment 
for the attraction new resources. 

In order to achieve its goals, the Sibiu Development Agency was given the 
following powers and duties: 

1. to identify, prepare, process and promote economic and social development 
programs; 

2. to support the public authorities and the civil society in the development 
of sectorial strategies; 

3. to provide specialized specific services for economic and social development 
and to develop partnership relationships with all the economic and social 
promoters in the county, be they individuals, legal entities or other 
institutions. 

4. to administer the assets received upon establishment and to provide its 
own financial and accounting management; 

5. to administer economic and social development programs from a technical 
and financial standpoint, with maximum effectiveness, in accordance with 
the legal provisions in force and the funding terms; 


6. to represent the interests of Sibiu County in relation with the national 
Agency for Regional Development and the Central Agency for Regional 
Development as well as in relation with other potential partners at zonal, 
regional, national or international level; 

7. to organize, depending on the necessities, working structures for 
consultation or administration in respect of programs under its 
responsibility. 

The county agency is directed by an executive director appointed by the county council 
with the advice of the Council of the Development Agency. 

The Council of the Development Agency is made up of the representatives of the 
following: 

• Sibiu County Council; 

• Sibiu County Prefect's Office; 

• C.C.I.A. Sibiu; 

• "Lucian Blaga" University of Sibiu; 

• The Romanian - German Foundation of Sibiu; 

• The Center for Business Development and Promotion based on a 
representation mandate. 

This structure is also open to other institutions (banks, associations, foundations, 
representatives of employers and trade unions) 

The Development Council is chaired by a chairman who is the legal representative of 
ibiu County Council. 

The decisions of the Development Council are made by consensual vote. 



The powers and duties of the Development Council of the Agency are the 
following: 

1. to elect, from among its members, a vice-chairman who shall be the legal 
replacement of the chairman; 

2. to prepare and propose, in cooperation with businesses and institutions, 
the general and sectorial economic and social development strategy of the 
county. 

3. to establish the priorities and emergencies relating to the preparation and 
implementation of short, medium and long term strategies; 

4. to submit for approval to the County Council the programs that require 
funding from the state budget and/or local budgets; 

5. to approve the programs and the reports prepared by the executive 
director, relating to the development agency activity; 

6. to support the executive activities and structures of the development 
agency once agreed upon, both in bilateral partnership relationships and 
in relationships with third parties, to the benefit of economic and social 
development. 

The powers and duties of the development agency executive director are the 
following: 

1. to ensure the management of the current activity of the agency within the 
limits of the legal competence approved; 

2. to commit the agency, by his/her signature within the limits of the legal 
competence approved and provided by the law in force; 


3. to conclude and terminate, in according with the terms provided by law, 
individual labor agreements or cooperation agreements of the subordinated 
personnel, based on the organization chart approved; 

4. to supervise the observance of the law and of the norms or contractual 
clauses relating got the activity of the development agency; 

5. to coordinate expert consultants or other specialized consultants in 
developing, promoting and supporting the programs of the development 
agency; 

6. to establish, by consultation of coordinating experts, the manner of 
approaching potential partners in the economic and social development of 
the county or the region; 

7. to be responsible for the entire activity of the subordinated personnel; 

8. To represent the development agency in each and every activity of the 
same or in partnership relations; 

The executive director, and all other personnel in the agency executive structures are 
directly subordinated to the Development Council of the Sibiu Development Agency. 

The first executive director was hired in March 1999 in a cooperative agreement with 
the Romanian -German Foundation. 

The executive director servers a dual role with both the Sibiu Development Agency and 
the Romanian -German Foundation and development agency occupies space in a 
building owned by the Foundation. 


The Romanian-German Foundation of Sibiu is a non-profit apolitical and non¬ 
governmental organization. The foundation's objectives are professional training in 
electrical engineering and support for business development. RGF was founded in 
December 1992 as a result of intergovernmental agreement between the Romanian ane 
German Governments. 


The organizational chart for the development agency is a follows: 
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